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A NEW CHAIR AND SEVEN NEW MEMBERS APPOINTED TO THE ASB
Edmund R. (Randy) Noonan, a three-year member of the
Auditing Standards Board (ASB), has taken the helm as chair
of the ASB and seven new members have been appointed to
the ASB for the 1995 year. At the first ASB meeting of the
year, in February, the new members demonstrated they
would need very little acclimatization and made significant
contributions to the discussion of each issue. The new
members bring a wide range of expertise to the table and
include representatives from academia, government, Big-Six
firms, and local firms.
The new ASB chair, Randy Noonan, is a partner with KPMG
Peat Marwick LLP where he serves in the Department of
Professional Practice-Assurance. He has served as an audit
partner in New York City and Stamford, Connecticut and as a
professional practice and senior partner for Latin America.
In addition to being chair of the ASB, he is also chair of the ASB’s
Audit Issues Task Force. Randy chaired the Finance and Leasing
Committee of the New York State Society of CPAs and served
as a member of two Financial Accounting Standards Board
task forces on leasing and troubled debt restructuring. Randy
was born in Mexico City and received his B.A. degree in
accounting from Woodbury University in Los Angeles, California.

development, and communication of technical auditing mate
rial within the firm; he also provides consultation on auditing
matters. John has led the firm’s international task force in
developing its approach to internal control. He coauthored an
article titled “Inherent Risk,” that appeared in the Spring 1991
issue of Auditing: A Journal of Practice and Theory. John
was bom in Greensboro, North Carolina and joined Deloitte
and Touche in Houston, Texas in 1978 after gradu
ating from Rice University with a B.A. and MBA in accounting.
Norwood J. (Woody) Jackson, Jr. - Woody is Acting
Deputy Controller and Chief of the Financial Standards and
Reporting Branch of the Office of Federal Financial Manage
ment at the United States Office of Management and Budget
(OMB). In this capacity, he is responsible for issuing the finan
cial reporting and audit requirements for federal agencies
required by the Chief Financial Officers Act of 1990 as well
as the OMB cost accounting, administrative, and single audit
circulars. Prior to coming to the OMB in 1991, he was Deputy
Auditor of Public Accounts for the Commonwealth of
Virginia. Woody graduated from Atlantic Christian College in
Wilson, North Carolina in 1971.

Luther E. (Tom) Birdzell, III - Tom is an engagement
partner with Arthur Andersen LLP in New York City where
he has been extensively involved in the firm’s Financial Con
sulting Practice, focusing on mergers, acquisitions, and
restructurings. Tom has written several articles on these
topics for the Journal of Corporate Accounting and Finance
and The CPA Journal. Tom received a B.S. in physics from
Haverford College in 1970 and an MBA from the Harvard
Graduate School of Business Administration in 1974.

John J. Kilkeary - John is the National Director of Audit
Risk Management in the National Office of Ernst & Young LLP
Prior to that, he was a New York City Office Audit Partner
with 34 years of experience as the coordinating partner for
multinational, manufacturing, entertainment, and media
clients. In this role, he has played an active part in numerous
mergers, acquisitions and divestitures; assisted his clients in
numerous complex transactions having accounting and
reporting implications; and participated in major information
systems consulting engagements for such clients. John is a
founding member of Ernst & Young’s Multinational Partners
Committee. He received his B.S. from Fordham University.

John A. Fogarty - John is Director of Auditing Services for
Deloitte and Touche LLP and is responsible for the research,

Kurt Pany - Kurt is a professor of accountancy at Arizona
State University in Tempe, Arizona. He was also an Academic

The new members of the ASB are profiled below.

*The views expressed herein are those of the authors and do not necessarily reflect the views of the American Institute of Certified Public Accountants.
Official positions of the AICPA are determined through certain specific committee procedures, due process, and deliberation.

Fellow in the AICPA’s Auditing Standards Division where he
worked on a number of projects including the development
of Statement on Auditing Standards No. 59, The Auditor’s
Consideration of an Entity’s Ability to Continue as a Going
Concern. Kurt has published research in many journals,
including The Journal of Accountancy, The CPA Journal,
Auditing: A Journal of Practice and Theory, The Accounting
Review, and The Journal of Accounting Research. He is also
coauthor of two auditing texts, Auditing and Principles
of Auditing. Kurt holds a PhD from the University of Illinois
at Urbana-Champaign and an MBA from the University
of Minnesota.

by the Small Business Administration for his work as a small
business advocate. He received his B.A. from Dickinson
College and his MBA from the University of Pittsburgh.
W. Ronald Walton - Ron is a partner in the Auditing
Services Practice of the National Office of Price Waterhouse
LLP Prior to that, he was managing partner of the Columbia
and Charlotte offices and served as an engagement partner
concentrating in the commercial banking, mortgage banking,
and manufacturing/distribution industries. He received a B.S.
from the University of Tennessee in 1966.

The continuing members of the ASB are:
Edward F. Rockman - Ed is a shareholder in the firm
Alpern, Rosenthal & Company in Pittsburgh, Pennsylvania
where he is responsible for the firm’s quality control policies
and procedures. He teaches continuing professional educa
tion courses, serves as team captain for review teams under
the AICPA’s peer review programs, and speaks extensively
on technical issues. Ed served as a member of the AICPA’s
Special Committee on Financial Reporting and was honored

James E. Brown - Baird, Kurtz & Dobson
Robert E. Fleming - Urbach, Kahn & Werlin, PC.
James S. Gerson - Coopers & Lybrand LLP
Deborah D. Lambert - Johnson, Lambert & Capron
Charles J. McElroy - Larson, Allen, Weishair & Co., LLP
George F. Patterson, Jr. - Kenneth Leventhal & Co.
Glenn J. Vice - Kelton & Co.

HIGHLIGHTS OF TECHNICAL ACTIVITIES
Investments in Common Stock, and the other SAS will
provide guidance on auditing debt and equity securities and
derivative financial instruments. The task force plans to
present two draft SASs to the ASB at its June 1995 meeting.

NEW TASK FORCES
Auditor Communications (Staff Aide: A. LOUISE

WILLIAMSON). The task force will study and evaluate State
ment on Auditing Standards (SAS) No. 61, Communication
With Audit Committees, and other auditing and attestation
literature dealing with communication responsibilities to
determine whether revision of these documents is necessary.
The task force will also evaluate the auditor communication
recommendations made by the Public Oversight Board in its
report, Strengthening the Professionalism of the Indepen
dent Auditor, and recommend any changes to the auditing or
attestation literature that may result therefrom. The task force
met for the first time in March 1995 and expects to present
preliminary issues to the ASB at its meeting in August 1995.

Electronic Evidence Task Force (A. LOUISE WILLIAMSON).
The task force is considering whether existing guidance on
evidential matter in the audit and attestation literature
is appropriate, given that a significant amount of evidential
matter is now in electronic format. The task force will also
evaluate how an auditor’s responsibility for the detection of

material misstatements in the financial statements, including
fraud, may be affected by electronic evidence. Finally, the
task force will consider whether there is a need for nonauthoritative guidance for auditors relating to electronic
evidence. The task force is developing proposed revisions
to SAS No. 31, Evidential Matter, and plans to present pre
liminary issues to the ASB at its June 1995 meeting.

SAS TASK FORCES

Auditing Investments Task Force (JEANNE M. SUMMO).
The task force was formed to revise AU Section 332, Long
Term Investments, and its interpretation, “Evidential Matter
for the Carrying Amount of Marketable Securities,” to make
the guidance in these documents consistent with Financial
Accounting Standards Board Statement No. 115, Accounting
for Certain Investments in Debt and Equity Securities. The
revised guidance will address the auditor’s responsibility in
auditing investments (including derivatives) and will include
guidance on obtaining and evaluating evidential matter relat
ing to assertions about the existence, ownership, amortized
cost, fair value, and classification of investments, as well as
the treatment of gains and losses attributable to such invest
ments. In February 1995, the task force presented a summary
of issues to the ASB. The ASB directed the task force to issue
its guidance in the form of two new SASs that will replace AU
Section 332. One SAS will provide guidance on auditing
investments accounted for under Accounting Principles
Board Opinion No. 18, The Equity Method ofAccounting for

Fraud (JANE M. MANCINO). The task force is reviewing SAS
No. 53, The Auditor’s Responsibility to Detect and Report

Errors and Irregularities, to determine whether the guid
ance on the auditor’s responsibility for the detection of fraud
requires clarification. In addition, the task force may revise
the section of the SAS that provides guidance on factors that
may indicate an increased risk of management fraud, and also
may introduce a separate discussion of the indicators of
employee fraud. Based on the results of its considerations, the
task force will determine whether there is a need to revise
the auditor’s standard report as it relates to fraud. The task
force will update the ASB on its progress at the April 1995
ASB meeting.
Internal Control Guidance (J. ERIC NICELY). The task
force is revising SAS No. 55, Consideration of the Internal
Control Structure in a Financial Statement Audit, to recon
cile that document with the Committee of Sponsoring
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presented to the ASB in June 1990. The paper identifies all
instances in the professional standards when negative assur
ance based on agreed-upon procedures is permitted. Two
documents prepared by the task force (a SAS and a SSAE)
were issued as exposure drafts on October 28, 1994, with a
comment period that ended on January 31, 1995. The task
force has reviewed the comment letters received and expects
to present revised drafts of the documents to the ASB at its
April 1995 meeting.
Forecasts and Projections (LINDA VOLKERT/DAN M.
GUY). The task force monitors and addresses problems
encountered in implementing the guidance in SSAE No. 1,
“Financial Forecasts and Projections.” An updated AICPA
Audit and Accounting Guide, Guide for Prospective Finan
cial Information, was published in March 1993. The task
force is in a monitoring mode and no meetings are scheduled
at this time.
SEC Auditing Practice (JANE M. MANCINO). In October
1994, the task force issued an exposure draft of a proposed
SAS/SSAE titled Amendments to SAS No. 72, Letters for
Underwriters and Certain Other Requesting Parties, and to
Statements on Standards for Attestation Engagements. The
proposed SAS/SSAE provides reporting guidance and a sample
comfort letter for instances when the criteria for the issuance
of a comfort letter, listed in paragraphs 4 through 7 of SAS
No. 72, have not been met. The task force will present issues
raised in comment letters on the exposure draft, and a draft
revision of the proposed SAS/SSAE at the April 1995 ASB
meeting. In addition, the task force is revising the guidance in
the 1987 exposure draft of a proposed SSAE titled Examina
tion of Management’s Discussion and Analysis (MD&A).
The task force plans to present a history of the MD&A project
and related issues at the April 1995 ASB meeting.

Organizations (COSO) of the Treadway Commission’s Report,
Internal Control — Integrated Framework. An exposure
draft that incorporates the COSO Report’s definition and
description of internal control into the affected SASs and
Statements on Standards for Attestation Engagements (SSAEs)
was issued in February 1995 with a comment period ending
on June 30, 1995.
SAS No. 59 Guidance (JUDITH M. SHERINSKY). The task
force considered issues related to SAS No. 59, The Auditor’s

Consideration of an Entity’s Ability to Continue as a Going
Concern, to determine whether there was a need for addi
tional guidance in the form of amendment or interpretation
of SAS No. 59. A proposed footnote to paragraph 13 of SAS
No. 59, prohibiting the use of conditional language in the
auditor’s conclusion about an entity’s ability to continue as a
going concern, was included in the exposure draft of the
proposed Omnibus SAS/SSAE — 1995 that was exposed for
comment in February 1995. In addition, the task force has
drafted an interpretation of SAS No. 59, “Eliminating a GoingConcern Paragraph from a Reissued Report,” that provides
guidance on the factors to be considered and the procedures
to be performed when determining whether to reissue an
audit report on financial statements and eliminate the going
concern explanatory paragraph that existed in the original
report. The interpretation will be published in the June 1995
issue of the Journal ofAccountancy.
SAS No. 68 Revision (A. LOUISE WILLIAMSON). The task
force revised SAS No. 68, Compliance Auditing Applicable to
Governmental Entities and Other Recipients of Federal
Financial Assistance, after giving consideration to the guidance
in Statement of Position (SOP) 92-9, Audits of Not-for-Profit
Organizations Receiving Federal Awards, and the Audit and
Accounting Guide, Audits of State and Local Governmental
Units (ASLGU). The task force also considered the effect of
proposed revisions to the General Accounting Office’s (GAO)
Government Auditing Standards and possible revisions to
the Single Audit Act of 1984 resulting from studies conducted
by the GAO and the President’s Council on Integrity and Effi
ciency. In February 1995, SAS No. 74, Compliance Auditing

APS TASK FORCES AND COMMITTEES
Audits of Small Businesses (J. LOUIS MATHERNE). The
Auditing Procedure Study (APS), Audits of Small Businesses,

is being updated to incorporate the guidance in recently
issued SASs and to apply that guidance to audits of small
businesses. The task force expects to issue a final APS in the
second quarter of 1995.

Considerations in Audits of Governmental Entities and
Recipients of Governmental Financial Assistance, was
issued to provide general guidance to practitioners engaged
to perform compliance audits of recipients of governmental
financial assistance. SAS No. 74 supersedes SAS No. 68. The
detailed audit and reporting guidance previously included in
SAS No. 68 is now provided in the Audit and Accounting
Guide, ASLGU and in SOP 92-9.

Audit Sampling 0. LOUIS MATHERNE). A task force is devel
oping an APS to replace the Audit and Accounting Guide,
Audit Sampling. The APS updates the guide for recently issued
SASs. The task force expects to issue a final APS in the second
quarter of 1995.
Analytical Procedures Task Force 0. ERIC NICELY). The

task force is considering topics for inclusion in an APS on
analytical procedures. The task force will begin drafting the
APS in the second quarter of 1995.
Computer Auditing Subcommittee 0ANE M. MANCINO).
In January 1995, the subcommittee published an APS titled
Auditing in Common Computer Environments that
addresses the possible effects of certain computer environ
ments, such as local area networks, on the auditor’s
consideration of the internal control structure in a financial
statement audit. The subcommittee is also drafting two other
APSs. One APS is titled Auditing in a Client/Server Environ
ment, and describes client/server computing and its possible

SSAE TASK FORCES

Agreed-Upon Procedures (A. LOUISE WILLIAMSON). The
task force is considering the amendment or expansion of the
performance and reporting guidance in professional stan
dards dealing with agreed-upon procedures engagements. In
that regard, it is considering guidance concerning the practi
tioner’s reporting responsibility for findings and assurances in
such engagements. The task force is also considering whether
internal auditors may be used in agreed-upon procedures
engagements and the effect that the use of internal auditors
might have on agreed-upon procedures reports. In addition,
the task force updated an issues paper that was originally

-3-

effects on the financial statement audit. The subcommittee
expects to issue this APS in the second quarter of 1995. The
other APS is being drafted with the Canadian Institute of
Chartered Accountants and deals with electronic data inter
change and its possible effects on the financial statement
audit. The subcommittee expects to issue this APS in the
fourth quarter of 1995.
SAS No. 70 Auditing Procedure Study (JUDITH M.

SHERINSKY). The task force is drafting an APS that provides
guidance to auditors on implementing SAS No. 70, Reports on
the Processing of Transactions by Service Organizations.
The APS provides guidance to a service auditor engaged to issue
a report on the control structure policies and procedures of a
service organization. It also provides guidance to user audi
tors engaged to audit the financial statements of an entity that
uses a service organization. An example of a service organiza
tion is a bank trust department that invests and holds assets
for employee benefit plans. The task force expects to issue
the APS in the second quarter of 1995. In addition, the task
force has drafted two interpretations of SAS No. 70 that will
be published in the April 1995 issue of the Journal of
Accountancy. One interpretation provides guidance on the
information and the extent of detail that should be included
in a service auditor’s description of the results of tests of
operating effectiveness. The other interpretation provides
guidance on how a user auditor’s and a service auditor’s
procedures are affected when a service organization uses
another service organization (a subservice organization).
OTHER TASK FORCES AND COMMITTEES
Audit Issues Task Force (JEANNE M. SUMMO). The task

Force meets on a monthly basis to assist the ASB Chair and
the Auditing Standards Division staff with the technical
review of audit issues. After review of such issues, the task
force determines whether they require ASB attention.
Control Risk Audit Guide Revision Task Force (J. ERIC
NICELY). The task force is proposing conforming changes to
the Audit Guide, Consideration of the Internal Control
Structure in a Financial Statement Audit, resulting from the
proposed amendment to SAS No. 55, Consideration of the
Internal Control Structure in a Financial Statement Audit.
The proposed amendment to SAS. No. 55 reconciles the
SAS with the Committee of Sponsoring Organizations of
the Treadway Commission’s Report, Internal Control —
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Integrated Framework. The revised guide is expected to
be released simultaneously with the issuance of the SAS
No. 55 amendment.
Environmental Issues Task Force (JUDITH M. SHERINSKY).
The task force has drafted a chapter titled “Auditing Environ
mental Remediation Liabilities” that will be included in the
Accounting Standards Executive Committee’s proposed SOP,
Environmental Remediation Liabilities. At its February 1995
meeting, the ASB discussed the chapter’s auditing guidance
and agreed that 1) the scope of the guidance should be
restricted to auditing environmental remediation liabilities
and should not be expanded to include other environmental
matters such as pollution control costs (prevention) and asset
impairment, and 2) the guidance should not specify the audi
tor’s detection responsibility for environmental remediation
liabilities but should, instead, present a procedural approach.
In March 1995, the task force revised the draft to reflect the
ASB’s comments and will resubmit it to the ASB for review.
The task force is also responsible for evaluating, on an on
going basis, the need for auditing or attestation guidance
related to environmental matters and for monitoring related
activities of other standard-setting bodies.
Joint Task Force on Quality Control Standards (DALE R.
ATHERTON). The task force is considering possible revisions
to Statement on Quality Control Standards No. 1, System of
Quality Control for a CPA Firm, and its interpretations and
to QC Section 90, Quality Control Policies and Procedures
for CPA Firms. The task force presented its tentative recom
mendations to the AICPA practice monitoring committees at
their January and February 1995 meetings and is in the pro
cess of presenting it to the other senior technical committees.
The task force also presented its recommendations to the ASB
at its February 1995 meeting and will present a draft of
the revised standards and interpretations at the April 1995
ASB meeting.
9000 Review Task Force (J. ERIC NICELY). The task force

has proposed revisions to various sections of the audit and
attestation literature and included those revisions in a pro
posed Omnibus SAS/SSAE — 1995 that was exposed for
comment in February 1995 with a comment period ending
on June 30, 1995. The task force also is developing several
interpretations of SASs. The task force receives assignments,
on an on-going basis, from the Auditing Standards Division
staff and from the Audit Issues Task Force. The task force met
in March 1995 to discuss various issues it has been assigned.

Editor:
Judith M. Sherinsky
Administrative Editor:
Jacqueline E. Walker

REMAINING 1995 ASB MEETING DATES
April 4-6, 1995
(New York, NY)

August 1-3,1995
(Colorado Springs, CO)

November 14-16,1995
(New York, NY)

June 6-8, 1995
(New York, NY)

October 10-12,1995
(New York, NY)

December 12-14,1995
(New York, NY)

Auditing Standards Board meetings are open to the public. For information about the ASB meeting agenda,
call the AICPA toll free at 1-800-TO-AICPA.
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